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LCAFL CONIRLNCL

United Nations Leonomlic Commission for Asia and the Far Dast, mseting in
Baguio sines Hovember 2/, began serious consideration of Asia's nseds after
| lengthy debate on seating the Siamese and Indoneailan delsgations. Althougn

' scated by the Commission, with the reservation that such acceplancs did not

imply recognition of the mew Siamese regime, the Slamese delegation wiihdrew
from the conforenee allegirng thet Siam had been slighted by issues raised in
the prolonged discussions. The delegatlon of the Indonesism Republice also
withdrew after the Comuission postponsed consideration of its staius.

The aktsence of Slam frem the conference, will, no doubhb, desvease Lhe
chances for success of any solubion to the foed shortage problem axistant im
the Far Dast today because &iam is cne of the mijer surplus rics arcas capadle
of eontributing to the alleviation of this problems

Yonnett Davis, Chief of the US Delsgation, on December 3 presented a ten-
point program, emphosizing increased producthion end move equitable distzibuiion
of fecdstuffs, to implemsnt LCiFL shjectives. Hs remsined non-commiiial on the
qusstion of US assistance and reperisdly stated he belleved Asion patlons, could
with proper assistancs, pull themselves up with their own boousiraps Lo an ex-
tent not possible in Lurcpe, This statement was in striking coairash with .
President Rexas® opening address ealling for a "Harshall Plam® for fela. .

The Commission, en December k, voted for a comprehensive survey of foed
supplies and agrieultural resources of participating mations, The proposal
calls for regional self-help and a fyecr exchange of cemmodities in the Fer

FAR DAST.RN COLTNFCORM

Highly questionable sources continus te repert the formatliom of a Cominform -
in the Far Last, Hesquitc pewepapers and news organs centrelled by the right 1
 wing of the Chinose Kueminterng have stated that a meeting of the Far last Condn-
form has z2lready been held, with the hdadquarters altermatively reported as Har-
S bin, Vliadivosiok, and Khabarcwsk. Mesi of these reports ascelibc & leading role |
to the Chiness Commmist Perty., However, the US Exbassy in Loscow has expressed
the opinicn that the Chinese Commnist Party would not be likely to take the lead
openly in erganizing the Commmnist parties of the Fay Last umtil afier complste
v congolidation of Chiness Comminist comtrel in Memchurda, atill ip the indefinlis
( future, - In any event, very litils cxedence can be given to such reports until
soms soiid confirmticon is fortheoming. : '
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MILITARY CHItA DIVISION

Nationalist forces have made some local pains in the southern purt of
Manchuria, but military activity has been relutively guict durln;, the week
in both Menchuria and North Chinz. In the Shantung peninsulz, however, the
Chinese Comrunists have recovered almost all the points lost to the Nationalists
in the offensive last autwm, with the exception of Chefoo and lelyang.

According o press reports the Chinese Commmunisy forces under Liu Po-eheng
have launched a new offensive north of Humkow, but its aim and prospects of
- success canrouh yet be determined. '
‘ ?
i reshufifie of the Nationalist high eommand has Leen in propgress for several
weeks, but its final form is not yet cleur, shile Chen Cheng, the Chief of
Staff, remains in cormand in kanchuria, a new hezdquarters at Kiuklong on ths
fangtze has been set up under lai Chung=hsl, Winistcr of National Defense, to
cope with the new Comrunist threat in the Centrel China area, northeast of
Hanlcow, Fu T;a-yig has been placed in mililary command in Horth China as well
as Inner Longolia. Apparently Ku Chuwtung and Hu Tsung-nan are not affected in
these changes, and retain their military commande over (1) eustern Tunghal Raile
way and Shantung province, and (2) Shensi province, respectively.

, o INTERNAL FOLITICAL

Election results are still ihcomplets, with the delay im anncuncerment of
results moking the postponement of election of the President of the Republic
by the Kational assembly likely. 4 quorum of delegutes will probably not be
assembled until about 15 January 1948, | v

General Fu Tsoyi, capable Nationalist Govermeent general, haes assumed his
duties as comaander in chief of the "North China Bandit Suppression Headquarters,®
His appointment comes on the heels of a Floyalty purge" conducted by secret
police which undercut the pewer of the Governcr of Hopel Frewinee, Sun Lien~chung.
Sun remzins as governor but he has now swerendered most of his militery power,
Fu's ability %o change the course of military events in North China, hovever,
remins contingent upon a number of larger factors.
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The plebiscite regording independence from China, held in Outer Mongolia
in Octeber 1945, pursuant te the Sine-Soviet Treaty, was exterad to areas
guch as Hailar (ﬁanchuria) and Feitashan {Sinkiang) beyeund the usuvally accepted
_boundaries of Cuter Mongolia, The Chinsse delegztion at Ulan Bator, following
the instructions of Chiang Kai-shdlk, did not sign or certify the election re-
‘sults, but raised no objections at the time in order not to provoke an ineldent
.and thus risk accusasion of violating the Yalta Agreement because of a minor
piece of trickery., In meking this revelation recently to the U5 Ambassador
Nanking, the Chinese Vice Minister of Forelign Affairs said the Fational Govern-

- ment hes merely acceded to o de facto situstion and therefore reserves its -
‘rights vis-a-via any districis outside the usally accepted boundaries of Outer
¥ongolla, - o S

Whenever it suits dSoviet purposed this plebiscite mey provide a useful legal
pretext for cxtending the frontiers of the Hongolian Feople’s Hepublic at the
expense of Chinz., The Mational Government's emphasie on the Fellgshan incident
of last June is to be viewed agminst this background.

: Sinkiang's voundary is also uncortain near the southwest extremity of the

- province where China, Afghanistan, the US’R and Indis mset, OScme maps show that

: o  Sinkiang and Afghan3stan touch, thus separating the USSR from India by a rarrow

! ' " strip of Chincse territory, but other maps show a gap of some 20 miles between
S China and Afghanistan. Indian Government circles believe that the latter repre-

sents the true state of affairs, and that, for this short distance at leasdy, the

USSR and Kushmir are contiguous. The whole question is somewhat academic, howeves

for in this small area the Himzlgyas attain an altitudegof more than 28,000 ft

and coenstitute an almost impassable burrier between the USSR and India.

JXTLRNAL FOLITICAL | | P
_ : 1)

Significant events of the wsek in Chinese foreign relations includepllhina, |
in its reply to the Soviet proposal that a Four Power Conferemce be held in !
China to consider the Japanese Fexce Trezty, reiterated its previous stend that .
the composition and voting procedure of the conference should follew those of |
o the Far bastern Commission. The Chinese Forelgn Minister told Ambassadop Stuart
r _ that the Conference could be hald in Chine if the other SERVES agreed, but Af not
[ it should be in Washington. He further stated,in connection :“*i the Japanese :
Feace Treaty, that the US did not appreciate ths pressure on the Chinese Govern-
b ment exerted by Chinese public opinion which fears a resurgent Japam, or that
| brought to bear by the USSR. '

| (2) Chiang Kai-shek, in commenting on US poliey in Japan, refuted the fdea that
| ‘ the US is supporting the rebuilding of an aggressive Japan, This public stols~

ment is of considerable interest bscause of the numerous ezprsssions'by Chinese
public opinion of the fear of a resurgent Japan under US pelicy.

(3) A Chinese delegate has been mamed to the six-notion working group of the
UN Trusteeship Committee to make plans for the government of Jerusalem as an
international city. At the same time, China was sounded out unofficially by
the US about the possibility of a Chinese coniribution to an international
police force if one should be sent to Falestine, but thers has besn no response
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by the Kanking government . China had previousiy abstﬂmad in ‘tha General.
,Assembly vote on the parvition cf the aredo

- (25) Victqu Hms an assi,stemt secremm'egena?al of ths-_ﬁﬁ, has bsen appeintad
as head .of the Cecrestariat for the ﬁjneemtion Horean Independence Commisalon.

) ( 5) Ch,,m :md tha Nethsrlands sligned an aﬁr agreensnt at Nanking on 5 Deco,
‘providing for opening ecommercial sir serviee bestween China and Dutch metropo~
- 1itae and colonial terrilory,

(6) China and tne US signed oz 8 Dec, an agreement for the transfer of .:urplv
.. maval vessels to the Chinese Government s as provided by Congressional Act of
16 duly 1045 U :

LCQNOMIC

Curm% To stem inflation the Ixecutive Tuan 1s expzcted to impose new
measuras on 2 paticon-wide scale, A top level economic authority, to be headed
by GINCYs son -Chigang Ching-¥uos, is reportedly being formed in an atiempt to
restrict bank loans, overdrufts, {low of idle eopiial, to extend rationing in
large cibties and curb illegal exchange transactions, 7The Central Bank's &ight
money pokicy, combined with news of drastic antl-inflaiion measures, put a tems

~ porary halt en prices and black market during the week, Coumodity priceas declined
slightly after reaching & peak on 27 Nov. The black market exchangs leveled off
from a high of 150,000 on 28 Wov. to 133,000 ¢a & Des. :

Fm’eigm ‘I‘md:a Zhe Shangha:% Customs hss no rel&xeé its controls over unlie

censed imporis sufficmntly %o induce lmporters e:c:r.cefnea to sell to the Covern-
- ment o4 on the CGovernment's proposed def erred-poyment plan. These impounded

imports, wsperted to be in excess of USGLL million, imveice cosh, are prme;pally

industrial xaw meterials, and thus wrgently needed by China, In the e,usence of a

compr@aiaa oYarnment payment plan, which s @ag})ected but net yet in signi,

m jority oi‘ ‘the ipporters ave preporing to em'm ge their @pt:im‘x to m-axpaz*’t

the commodities out oi‘ China,

Lxshamge Assets: Amuher effort 1o induce the Fatiomal wammnt te call
in Chinese privately-held foreign erchange assets has reportedly been made, in
the form of a National heonogde Counsil prepssel to matiomalize gold bully.an and
foreign currencies, Thess p‘r’z,m-t»a resources are songervatively estimted in the
neighborheod of US{500 million, with one third probubly in China itdelf. Hoir-
sver, obstacles to such a plan would bes (1) lack of support by influential
wealthy Chinese, many ef whom ogeupy kay. p@@itiom in the Naticmal Gowernment,

- (2) lack of enforesment pelicy, and (3) lack of general voluntery response, as
previously manifested., HNevertheless, the Government mpy eventually decide o
adept a nationalization plan as a last-resort mbuswre., with sufficlient pressure
from Chiang Kai<shek himsslf, such & movg,pieht Lf‘fi:.a substontial sums inio the
Governnent®s offieianl reserves; even a tole ,for % ?US&._»SG milwﬁ.cn) would be
beneficial. General enforcement is possible ab least within China where such
assets could be t.rae@d, and pressurc brmxgh’ﬂ pole] b@ar o0 *‘ho’! Gonuls, "

Aviaticn’ It is mp@rted that Gen. Chennsult ray cbtein o fronchise for
a veguiar commercial airline, Thie report, linked in some mgma with the
many econeomic development plans emenating from South China since T.V} Soong®s
assumption of the governorship of Kwenghtung, reveals that this franchise was
originally granted to a group of Chinese promoters for the Southwest Air Trans-
port Cerp@xu.mom, but has not been used since the wor, -
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Taiwen Rice: Recent Informaiion indicat tes that rice pfoaezct ion in Taiwen
Tor 10L7 will reach abeut 1,20 million metric tons which is about 90% of
prewar on the local markebte

SCUTHERN DIVISICN

FHILIF? INE ISLANDS | = lT]
[ KoXAS

Nearly complete remﬁ?yrof the Fhilippine general elections of 11
November indicate that ¢/ Liberal Fariy has inereased its majeridy

in the Senate and has rebained its strength in the provinces. According

to the latest official count, Fresident Rawms! party has won seven of

eight sematorisl seats and thirty~seven of the foriy-five provincial go-
vernorships cp which returns are almost eomplatee Howsver, nesrly a month
has passed since elections were held and the final official count of voles
has not yet been relessed, Heanwnile coalesced minorities continue to charge
the Liberal larty with election lwregulorities, .

A possibly significant developuent stimulcoted by the elebtions is the
disunity within the Ldiberel Yarty, It was noticeebly acpparent during the
pre~election chmpaign when disagrecment arose over verious gubernatoricl

_ candidates, Since 11 November it hes continued with denate Fresident Avelino
. and Seeretary of Interior Zulueta leading oppeosing facilons. Although the
sitwation is not out of hand, it tends to heve a weckening effect upon the
party. -

BUZNA .
A Chinese Ministry of Interior spokesman has recently anncunced that China
intends to claim the undemrcabed territory, between Yunnan Yrovince and
Burme. bounded by Kungshan FPass, the Hukewng River; and the Fatkail Range.
e based the Chinese ¢laim on the historical evidence that the area belonged
to China a thousend years age. This clain woula be difficult to Jjustify out
nevertheless is somewhat ominous because a thousand years age not only Burme
but also several Western Iuropean countries as ?uOli. were listed in Chinese
chronicles as tributery dependents of China. The Durnese have often expressed
the fear of Chinese dominaztion and have been deeply. concernsd over this par-
ticular border problem, Agriculturally and industrially the area is not
considered valuable, but may be rich in metels and gems. There have been
several reports of Chinese infiltrotion into Burman, and the Chinese could un~
doubhedly nove in and take oontrol of the area with little or nor resistance
from the Durmeses The Chinese claim, however, is considered 4o be puraly
"for the record,” for +the time being at least t, in order to pave the way for
official negotiations shortly after the Burmsse achieve independence.
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